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GHANA — KEY ECONOMIC INDICATORS 
Average exchange rate (cedi(¢)/USS): 54.1 89.3 147.1 202.5 


Change 
1985 1986 1987 1988 1987-88 


INCOME AND PRODUCTION 


GDP, Current prices (million ¢) 344,182 511,360 742,800 1,057,868 42.9 
GDP, constant 1984 prices (m. ¢) 284,285 299,470 312,950b N/A N/A 
Per capita GDP in current dollars? 468 409 350 362 3.4 
Cocoa (1,000 mt; crop year begins Sept.) 219.0 228.0 183.0 305.0 66.6 
Gold (1,000 troy ounces) 299.6 287.1 328.0 372.9 13.6 
Diamonds (1,000 carats) 631.8 557.3 464.8 244.8 -47.3 
Manganese (1,000 mt) 357.3 339.0 295.1 252.3 -14.5 
Bauxite (1,000 mt) 180.3 226.5 229.4 299.9 30.7 
Aluminum (1,000 mt) 47.2 120.3 150.3 160.8 

Index of manufacturing output (1977=100) 49.3 54.2 56.8¢ 62.1 
Electricity generated (million kwh) 3,120.0 4,435.0 4,670.0 4,807.8 


MONEY, PRICES, AND BUDGET (money figures in millions of Ghanaian cedis) 

Money supply (Mj; end year) 56,300 86,400 132,300 189,186.7 
Commercial lending rate (%; end year) 23.0 23.0 26.0 26.0 
Consumer price index (1980=100) 909.1 1,132.4 1,502.7 2,079.7 
Govermment expenditure 47,892 73,326 106, 987 149,880 
Government revenue and grants 40,312 73,625 111,046 #1153,791 
Government surplus/deficit -7,580 299 4,059 3,911 
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BAL? ICE OF PAYMENTS AND TRADE (money figures in millions of US dollars) 
Gross international reserves (year-end) 145.2 148.7 193.6 200.8 
External public debt (year-end) 2,196.3 2,668.7 3,126.6 3,223.6 
Debt service ratio (% of exports) 54.1 48.1 58.7 68.4 
Overall balance of payments -115.4 -56.8 138.5 126.1 
Current account balance -156.6 -84.8 -101.9 -87.4 
Balance of trade -38.8 15.8 -109.7 -110.4 
Exports (fob) 632.5 749.3 824.1 881.0 
Of which cocoa beans and products 412.0 503.3 495.4 462.0 
U.S. share (cif) 95.1 201.0 259.6 209.6 
Imports (fob) 671.3 733.5 933.8 991.4 
Of which oil 209.5 122.6 141.1 143.3 
U.S. share (fas) 53.5 84.0 114.6 117.3 
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Principal U.S. exports (1988): alumina and other materials for aluminum ($35.0 million), 
donated food ($6.8m), rice ($6.1m), earthmoving equipment ($4.7m), used clothing ($4.5m), 
wheat ($4.6m), soybean oil ($3.6m). Principal U.S. imports (1988): aluminum ($128.6m), 
cocoa ($33.3m), tuna ($16.6m), fuel oil ($6.2m), lumber ($1.9m), diamonds ($10.0m). 


Notes: Many statistics are delayed; data may be subject to revision. N/A = not 
available. “Embassy estimates. Exchange rate distortions reduce the value of this 


measure. estimate. CImputed from the 12.1% growth estimate given in the 
Government’s Budget Statement, 1988. 


Sources: IMF, IBRD (for national income and production, except cocoa, aluminum, and 
electricity generated; money, prices, and budget; and balance of payments and trade (exce 
U.S. share); Gill & Duffus Report No. 335 (for cocoa output); Volta Aluminium Co. (for 


aluminum output); Volta River Authority (for electricity generated); and U.S. Department 
Commerce (for U.S. share of trade). 





SUMMARY 


Ghana’s economy shows promising signs of recovery after six years 
of a stringent structural adjustment effort, known as the Economic 
Recovery Program (ERP). The program encompasses a broad range of 
structural reforms and has earned Ghana a reputation as a labora- 
tory for structural adjustment policies. The Government of Ghana 
(GOG) decision in 1983 to embark on radical economic restructuring 
followed an extended period characterized by marked decline of the 
economy and deterioration of infrastructure. The response to 
initial reforms and realignment of incentives was encouraging; 
economic growth recovered to an average of almost 6 percent per 
year from 1983-87. Inflation moderated, and the balance-of- 


payments position improved from a sizable deficit to surpluses in 
1987-88. 


Key reform policies since 1983 include liberalization of the 
foreign exchange and trade systems; abolition of most price 
controls; restoration of fiscal and monetary discipline; public 
sector rationalization; and rehabilitation of key sectors and 
infrastructure. The once greatly overvalued cedi was drastically 
devalued in 1986; hard currency transactions were facilitated by 
the creation of a foreign exchange auction and legal exchange 
bureaus. Large inflows of foreign aid (over $400 million per year) 
helped rebuild infrastructure and prime the economic pump. Good 


rains and higher producer prices for some cash crops revived farm 
output while industry and mining benefitted from renewed access to 
raw materials, spare parts, and better transport. 


Despite the impressive record achieved since 1983, Ghana still 
faces obstacles in the struggle for sustainable economic growth. 
The economy remains heavily reliant on the vagaries of the weather 
and world prices for its exports (cocoa, timber, and gold). In 
1988, favorable rains and increased timber and gold production, 
plus a large cocoa harvest, raised real GDP growth to 6.2 percent 
though inflation exceeded projections. Many Ghanaians exist on 
fixed incomes; consumer demand is suppressed; and unemployment is 
high, fueled by public sector redeployment. For productive 
sectors, access to credit was tightly restricted in 1988-89. 
Foreign exchange and trade liberalization improved the environment 
for U.S. exports, and demand exists, but low purchasing power and 
liquidity problems are significant constraints to increased pur- 
chases. The Program of Action to Mitigate the Social Costs of 
Adjustment (PAMSCAD), targeted at the most economically vulnerable 
groups in Ghana, began in 1989 to disburse funds to assist 


redeployed public sector workers, small farmers, rural communities 
and the urban unemployed. 





BACKGROUND 


Cocoa accounts for over 50 percent of Ghana’s export earnings. 
VALCO’s aluminum tolling operation dominates U.S.-Ghana trade; its 
inputs made up 32 percent of 1988 U.'S. exports to Ghana. 
Opportunities for U.S. exporters are bolstered by eased access to 
foreign exchange, sizable aid inflows, and a lower dollar, but 
financing, because of tight liquidity, remains difficult for 
importers. A new investment regime for mining and energy projects 
has attracted new U.S. investors in gold mining and oil explora- 
tion; OPIC guarantees are available for U.S. investments. 


Ghana is a coastal West African country, comparatively rich in 
natural and human resources. The economy has traditionally 
depended on exports of cocoa beans, gold, and timber. At indepen- 
dence in 1957, Ghana had a diversified industrial base, good 
infrastructure, and the region’s best educational and social 
services, backed by large foreign reserves. However, neglect of 
the rural sector, excessive spending, corruption, and a growing 
public sector drained government finances. From 1970 to 1982, 
real per capital income fell by 30 percent, import volume by a 
third, real export earnings more than half, and savings and 
investment to insignificant levels. The private sector was 
weakened by expropriations, and many foreign investors departed. 
An increasingly dominant state sector, economic mismanagement and 
political instability brought decline, and Ghana’s economy became 
one of the most distorted in Africa. 


Further affected by plunging terms of trade, drought, and bush- 
fires, the economy had virtually collapsed by the early 1980s. 
Drought and fires accelerated Ghana’s slide from first to third 
among world cocoa producers, cut food harvests, and forced an 
18-month closure of the U.S.-owned VALCO aluminum smelter, a major 
foreign exchange earner. Power cuts left industries barely 
functioning at 10-15 percent of capacity; they were also hurt by 
shortages of imported raw materials, parts, and equipment. Large 
external arrears began to accumulate. Food shortages were eased 
only by emergency Western food aid. 


The Provisional National Defense Council (PNDC) government took 
power at the end of 1981. By April 1983, it had recognized the 
pressing need for reform and rehabilitation of the economy and the 
Economic Recovery Program (ERP) was launched. 


ECONOMIC SITUATION AND TRENDS 


In 1989, after six years of the ERP, the economy continued to 
respond to the improved environment shaped by strict reforms. 
Ghana’s program is one of the most consistent in Africa. Policies 
emphasizing economic restructuring and greater market orientation 
rely on large infusions of aid. The recovery effort has been 
supported by International Monetary Fund (IMF) standby agreements 





and an Enhanced Structural Adjustment Facility (ESAF); World Bank 
structural adjustment loans; and aid from bilateral donors. In the 
early years, short-term stabilization was the primary objective. 
Relative prices were raised to favor exports and production; fiscal 
and monetary discipline was restored; infrastructure was rehabi- 
litated; and policies were initiated to rationalize the private 
sector and encourage private investment. Liberalization of the 
trade, tax, and foreign exchange regimes was implemented in stages. 
Since 1987-88, the GOG has focused on restructuring the financial 
sector, support for small and medium enterprises, restoration of 
social services, and rehabilitation of export sectors. Repair of 
infrastructure (communications, transport, and utilities) has 
continued, supported by donor inflows. 


Despite strong GDP growth in the past six years, numerous under- 
lying structural and social problems remain to be solved. Many 
Ghanaians are under- or un-employed. It may be years before 
economic growth translates to better employment and higher incomes 
for poorer groups. Austerity measures exacerbate the difficult 
conditions experienced by vulnerable persons. Over half of Ghana’s 
14 million people live in poverty. Deteriorating social services 
have left only one third with access to semi-adequate health care; 
less than half drink safe water. Many of the poorest Ghanaians 
live in the north; most work in subsistence agriculture. 


PRODUCTION AND INCOME 


The changed policy environment almost immediately elicited a 
positive response after 1983, and it has continued over the past 
six years. Strong economic performance in 1984-86 owed much to 
favorable rains, eased infrastructural bottlenecks, aid inflows, 
producer incentives, and trade and foreign exchange liberalization. 
A slipping world cocoa price and a smaller food harvest cut 1987 
GDP growth to 4.8 percent, but it rebounded in 1988 to a healthy 
6.2 percent because of good rains and higher capacity utilization/ 
output in industrial and services sectors. 


Agriculture: Agriculture is the backbone of Ghana’s economy. 
Including forestry and fishing, it accounts for 48 percent of GDP, 
60 percent of the labor force, and two-thirds of exports (1988). 
The country is almost self-sufficient in food, except for rice (it 
meets half the demand, but at high cost), wheat (not produced), 

and beef (local herds supply only 20 percent of the modest demand). 
Cocoa is the main cash crop, followed distantly by copra, oil paln, 
peanuts, coffee, pineapples, kola nuts, cotton and sheanuts. The 
GOG encourages production of nontraditional export crops but such 
export earnings remain modest even after a 51 percent increase from 
1987 to 1988. Fish is the main protein source, but the fishing 
fleet is antiquated and run-down; imports cover over one-third of 
demand. Distribution of fish in regions distant from the coast is 
poor to nonexistent. Lack of feed and insect-borne disease, 
respectively, limit poultry and beef output. 





The agricultural sector suffers from institutional, infrastructural 
and managerial weaknesses. Productivity is low because of primi- 
tive techniques, marginal producer incentives, scanty inputs, and 
poor support services. Improved on-farm storage is needed to 
preserve a larger portion of the harvest. Lack of transport for 
crops remains a serious constraint to distribution and realistic 
farm-gate pricing. In northern Ghana rainfall is barely adequate 
for single-cropping and irrigation potential is limited. Timber 
has been a high foreign exchange earning export, but virgin 
hardwood coverage has been reduced; wastage is very high and 
replanting remains spotty. 


As part of its policy to encourage food crop production, the GOG 
is improving extension services. Timely imports of fertilizer in 
1989 permitted application during the planting season. The GOG 
subsidy on fertilizer will be phased out by 1990 (it was cut by 30 
percent in 1988 and by 15 percent in 1989). Importation, 
marketing, and transport of fertilizer are to be privatized by 
1992. The Global 2000 program, which promotes improved input and 
fertilizer use by smallholders, has spread to many rural communi- 
ties, with GOG support. 


Cocoa production, the centerpiece of the agricultural sector, 
exceeded 300,000 mt in the 1988-89 growing season, a sizable jump 
from the previous year (183,000 mt). A large crop offset the 
potentially negative budgetary impact in 1989 of dropping world 


prices for cocoa. The big crop is attributed to favorable rains 
and a positive response by farmers to higher producer prices. The 
GOG has increased the price paid to cocoa producers over the past 
three years. In 1987-88, the producer price as a share of the 
average fob export price was 36 percent; in the 1988-89 growing 
season it rose to about 45 percent. With the decline in world 
prices, the producer price increase for 1989-90 was modest. Cocoa 
farmers are replanting ageing trees, weeding neglected farms and 
applying fertilizer and pesticides, in response to incentives. 
Higher prices at home and financial problems in Cote d’Ivoire, 
combined to reduce smuggling, boosting production in 1988-89. 


Rehabilitation of the cocoa sector is a central goal of the 
economic recovery strategy, in spite of falling world prices. The 
overstaffed Cocma Marketing Board (Cocobod) is being rationalized; 
staff was reduced by 6 percent in 1988; more cuts were scheduled 

in 1989. Cocobod was slated to reduce operating costs for 1988-89 
to 15 percent of the average fob export price from an estimated 22 
percent achieved in 1987-88. The corporate plan calls for elimina- 
tion of subsidies on inputs and cessation of activities not related 
to purchasing, marketing, research, and basic extension services. 
Cocobod has offered 52 of its plantations for sale. 


Mining: Ghana is endowed with abundant mineral resources: 
diamonds, manganese, bauxite, and gold. As its colonial name of 
Gold Coast implied, Ghana may rank among the world’s top potential 





gold producers. Annual output of gold peaked at over 900,000 oz 
per year in the early 1960s but by 1983 had dropped to just 285,000 
oz. In 1987, after rehabilitation work began at large mines, 
output increased to 328,000 oz; in 1988, it reached 374,051 oz. 
Ashanti Goldfields Corporation (AGC), a joint venture with 
Britain’s Lonrho, produced 83 percent of the 1988 output; the rest 
came from the parastatal State Gold Mines Corporation (SGMC) and a 
new joint venture mine. Facilities at SGMC and AGC are under 
rehabilitation. By 1991, AGC is to produce over 400,000 oz per 
year after an IFC-financed expansion program. SGMC may sell the 
majority share in several of its mines to foreign partners. Over 
50 (including several U.S.) companies are surveying or prospecting, 
5 have obtained mining licenses and 2 have started production. 


Official production figures do not include quantities of gold 
smuggled out of Ghana, which were considerable in years past. [In 
1989, a new policy legalized gold sales by small-scale miners to 
the GOG’s Precious Minerals and Marketing Corporation (PMMC). 
Licensed buying agents pay miners an official price, calculated 
weekly by PMMC to fall just under the world price. The new system 
has reduced smuggling. A licensing scheme for small-scale gold 
miners was introduced in 1989. 


Ghana’s eastern region contains alluvial deposits of diamonds but 
future production will depend upon new discoveries and investment. 
Production peaked in 1971 at 2.6 million carats (cts), but had 
slipped to 225,200 cts by 1988. Smuggling reduces official 
receipts despite PMMC’s efforts to encourage legal sales. Ghana 
Consolidated Diamond Mines hopes to raise production to 1 million 
cts, with new investment and rehabilitation. Manganese production 
dropped slightly in 1988; reserves of manganese oxide permit four 
more years of exports at present levels. Large manganese carbonate 
reserves exist, but the international market is limited and prices 
are low. Bauxite output rose after 1984 when repairs to rail 
infrastructure were completed; shortage of railroad equipment 
constrains exports. 


Industry: Ghana’s industries were developed for import substitu- 
tion, equipped with foreign machinery and designed to depend 
heavily on imported inputs. The foreign exchange auction facili- 
tates imports of raw materials. However, industry is constrained 
by low domestic demand, competition from cheaper imports, and lack 
of liquidity. Average capacity utilization has risen only 
slightly. With few exceptions, local industries have been unable 
to compete effectively in an open and liberalized economy. 
Industrial rehabilitation has been delayed by lack of credit and 
working capital. Companies that can afford to expand or upgrade 
capital equipment are doing so, in response to improved incentives. 
The revised tariff schedule offers interim protection to selected 
sectors, but liberalization of the trade regime has produced an 
influx of inexpensive finished goods from Asia and Europe. 





Infrastructure: Ghana has about 12,000 km of main roads, 4,000 km 
paved. Many are in bad condition, with some key highways, 
especially in the north, virtvally impassable at points. A heavy 
emphasis on roadbuilding since 1984, funded by donors, is showing 
results, but many rural communities do not yet benefit. A 
triangular 800-mile rail system links Kumasi, Takoradi, and Accra; 
the western leg is the export corridor for cocoa, timber and 
minerals. Capacity remains inadequate. Takoradi and Tema ports 
are being rehabilitated. Upgrading of the telephone system in 
1988-89 is showing good results, including satellite-linked 
International Direct Dial Service in Accra and several other 
cities. Rehabilitation of Accra exchanges has improved local 
service. The postal system needs revamping to reduce pilferage 
and improve service. 


Energy: Ghana has not yet confirmed substantial hydrocarbon 
reserves. Its principal energy resources are fuelwood and 
hydropower; in 1985 wood provided 70 percent of total energy. 
Installed hydro capacity is 1,072 mw; about 60 percent of the 
power generated goes to the aluminum smelter or is sold to Benin, 
Togo and Cote d’Ivoire. The electricity grid was extended to the 
northern region in 1989. The Electricity Corporation of Ghana 
(ECG) is receiving badly needed restructuring. 


In 1989, two U.S. oil companies, ARCO and UNOCAL, drilled three 
offshore exploratory wells, in joint venture with Shell and 
Petro-Canada. AMOCO began drilling in its own concession in 
January 1990. Ghana National Petroleum Corporation (GNPC) is 
evaluating natural gas reserves for future power generation and 
domestic consumption. 


GOVERNMENT, FINANCE, AND BALANCE OF PAYMENTS 


Public Sector: Public finances have improved considerably after 
strenuous GOG efforts to control expenditures. The 1983 budget 
deficit was equal to 2.3 percent of GDP; for 1988, the budget 
surplus (excluding capital outlays financed through external 
project aid) was equal to 0.4 percent of GDP. Inclusive of 
project aid outlays, the overall fiscal deficit was 2.6 percent of 
GDP. Budget reform stressed elimination of subsidies; mobilizing 
resources via selective tax increases and better collection; and 
greater capital and maintenance outlays. Civil service reform 
continued; the GOG widened salary differentials in 1989 and laid 
off 12,000 workers in 1987 and 1988. Revenues and expenditures 
were higher than programmed in 1988, supported by larger-than- 
anticipated receipts, a result of the big cocoa harvest, higher 
nontraditional exports and improved tax collection. On the 
expenditure side, infrastructure rehabili- tation projects were 
funded from the rolling, three-year Public Investment Program. In 
1988, public investment was equivalent to 8 percent of GDP. 





The GOG controls some 400 state-owned enterprises (SOEs) and has 
stakes in many other firms. In mid-1988, it offered 32 SOEs for 
joint venture participation, saying it would accept proposals for 
others outside that list. The GOG has identified at least fifteen 
strategic SOEs in which it will maintain sole ownership but they 
are being restructured to minimize government subsidies. State 
enterprise reform proceeded slowly in 1988-89. Ten of the original 
32 enterprises identified for divestiture were targeted for 
liquidation but preparation of audited accounts and valuation of 
assets delayed plans to sell the GOG interest in others. 


Money and Prices: The Bank of Ghana (BOG--central bank) continued 
to impose credit ceilings on banks in 1988-89, to restrain 
inflationary pressures. Banks held excess reserves after substan- 
tial net repayments of government debt to the banking system (11.2 
billion cedis in 1988). In 1987-88, interest rates were fully 
deregulated. The large excess reserves that could not be lent at 
market-related rates (because of credit ceilings) discouraged 
banks from mobilizing deposits or raising deposit rates. The 
treasury bill auction is well established, and BOG bills were 
introduced in 1988. BOG has announced plans to create new 
financial instruments in 1990, to absorb excess reserves held by 
banks. 


Bank customers perceive that credit is tight, and loans are 
virtually unobtainable. The credit squeeze is attributable to 
reform policies of the 1988-89 financial sector adjustment program 
(FINSAP) supported by the World Bank ($100 million) and other 
donors. FINSAP is meant to strengthen BOG’s supervision capability 
and make financial institutions more efficient. Banks are 
presently being restructured, with eventual plans for recapitaliza- 
tion. The effort is required to revive an ailing financial systen, 
but the short-term effect is tight liquidity in the formal banking 
system at a time when productive sectors already suffer from 
inadequate credit. 


Average inflation for 1988 was close to 32 percent. For August to 
August, 1988-89, the average was estimated at 26 percent. The GOG 
has pursued policies to moderate inflation (slowed monetary growth, 
elimination of budget deficits), but gradual depreciation of the 
cedi since 1986, expectation of further depreciation and removal of 
direct price controls have augmented inflationary pressure. 

Despite elimination of many subsidies and ensuing price hikes for 
certain commodities, petroleum products and some farm inputs cost 
less in Ghana than in neighboring countries, encouraging smuggling. 


Exchange Rates: In mid-February, 1990, the cedi was valued at 307 
to $1 at the Bank of Ghana’s weekly foreign exchange auction, and 
the U.S. dollar sold for 330 to 350 at foreign exchange bureaus. 
The cedi continues to depreciate on the auction. Access to the 
auction was broadened from 1986 to 1989, and now almost any 
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commodity is eligible. Auction foreign exchange is insufficient to 
meet demand from the industrial and commercial sectors. 


Trade and Payments: Imports rose in 1988, and export performance 
exceeded expectations, in spite of low world prices for cocoa. 
Total exports (fob) were $881 million, while imports (fob) reached 
$991.4 million. Fob export value of cocoa and related products 
($462 million) rose slightly, (7.2 percent) from 1987 levels. 
Earnings from non-traditional exports went up 51 percent in 1988. 
Petroleum and related products account for about 14.5 percent of 
total imports. In 1988, the overall balance-of-payments (BOP) 
surplus was $126 million, and the current account (-87.4) and 
trade (-110.4) deficits were smaller than expected. The BOP 
surplus permitted further reduction of external payments arrears, 
which were down to $69.8 million by year-end, 1988. By year-end 
1989, arrears were only $20 million. 


Official foreign debt reached $3.2 billion by year-end 1988. 

Large repayments to the IMF, bunched in 1987-90, pushed up debt 
service ratios for those years. For 1988, the debt service ratio 
was 68.4 percent; it is projected at 56.6 percent for 1989. Gross 
international reserves (1988) of $200.8 million were equivalent to 
9.6 weeks of imports. 


OUTLOOK 


Ghana has achieved remarkable progress after six years of sacri- 
fice and politically difficult structural adjustment reforms. 
However, the country still faces formidable structural and 
financial constraints. The economy remains highly dependent on 
imports, except for basic foods and some building materials. 
Policies to encourage industrial use of local raw materials are 
beginning to show results, but will require years to reach full 
fruition. Impressive GDP growth rates are underpinned by 
substantial aid inflows, but sustainable future growth requires 
greater domestic savings and investment. Inflation remains too 
high and the external payments balance is vulnerable to adverse 
developments in terms of trade (declining cocoa prices, 1987-89). 
The foreign debt, most of it owed to the IMF and the World Bank, 
is large relative to GDP, and debt service ratios are high in the 
medium term. Ghana needs a greater number of experienced and 
capable managers to guide a complex and sophisticated recovery 
program but qualified citizens living abroad are not returning in 
great numbers. Public sector restructuring is raising unemployment 
in urban areas, exacerbating low real incomes, and suppressing 
consumer demand. However, aid inflows in 1988 of $482 million, 
expected to continue at similar levels, should help to support GDP 
growth of at least 5 percent. 





- ll - 


IMPLICATIONS FOR THE UNITED STATES 


Trade 


U.S.-Ghana Trade: The U.S.-owned Volta Aluminum Company (VALCO) 
smelter (which makes aluminum for a tolling fee) keeps the United 
States among Ghana’s principal trading partners. Many of its 
inputs come from, and almost all the cast aluminum is shipped to, 
the United States. Ghana’s trade statistics exclude these flows. 
Bilateral trade contracted sharply in the early 1980s because of 
Ghana’s worsening economic crisis and the VALCO smelter closure 
(low water levels in Volta Lake prevented electricity generation 
at Akosombo Dam). In 1988, United States exports reached $117.3 
million; after inputs for VALCO (about 32 percent of total), the 
most important United States exports were agricultural commodities 


(rice and wheat), earthmoving equipment, used clothing, machinery 
and consumer goods. 


In 1988, U.S. imports from Ghana totaled $209.6 million (about 61 
percent aluminum). After aluminum, leading imports were cocoa 
beans and butter, tuna (canned in Puerto Rico), gold, fuel oil 
(produced at Ghana’s sole refinery in excess of domestic needs), 
diamonds, and lumber. 


Other Suppliers: European countries supply most of Ghana’s non-oil 
imports. The United Kingdom is the largest supplier because of 
long-standing trade links and investments, supplemented in recent 
years by export credit lines and aid tie-ins. Other European 
Community (EC) members, principally West Germany and France, are 
improving their market penetration. Exports from Europe are often 
tied to EC or bilateral aid programs. Japan and Korea are 
increasing their market shares; Japanese exports tied to aid are 
rising rapidly. EC members and the United States are the principal 
suppliers of machinery and equipment, commercial vehicles, 
industrial inputs, processed foods and beverages, and consumer 
goods, while Japan and South Korea dominate autos, utility vehicles 
and consumer electronics. Ghana has barter agreements for cocoa 
with many countries in Eastern Europe, plus China, North Korea and 
Cuba; East Germany is the largest supplier under the countertrade 
arrangements. 


Import Environment: Import restrictions and foreign exchange 
controls have been virtually eliminated. The last vestiges of 
import licensing were abolished in January 1989, along with the 
Special Unnumbered License Scheme (SUL) tax. An Import 
Declaration Form (IDF) is required, but no GOG approval is 
involved. The IDF states that import transactions will be 
conducted according to Ghanaian law. Importers also must present 
a Tax Clearance Certificate before clearing goods from the ports. 


The Bank of Ghana holds weekly foreign exchange auctions that 
determine the "official" exchange rate for the following seven 
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days. To obtain foreign exchange, importers must bid through their 
banks after depositing the full cedi equivalent of their bids. A 
BOG auction committee evaluates bids and allocates foreign exchange 
to winners. Imports for the industrial sector are favored (raw 
materials, spare parts). Bona fide requests for transfers of 


profits and dividends became eligible for the auction in early 
1989. 


In February, 1988, the GOG authorized the legal operation of 
private foreign exchange bureaus; the first ones opened for 
business in April. By late 1989, there were 152 bureaus, buying 
hard currency at market rates and selling to importers or private 
citizens. Recorded transactions reach about $7 million per month, 
equivalent to one-third of auction volume. Bureau foreign 
exchange is available, but at more costly rates than auction 
foreign exchange. Bureaus have facilitated imports of consumer 
goods and processed foods but retail prices of such goods are 
high, reflecting the steep cost of the foreign exchange. Legalized 
foreign exchange bureaus have virtually eliminated the parallel 
market. BOG plans to unify the two foreign exchange markets by 
mid-1990; access to the auction will be broadened, with commercial 
banks taking on a larger role. 


Security at the ports has improved, but goods may still be subject 
to handling and customs delays and pilferage. Duties on most 
imports have been reduced to relatively moderate levels. Extra 
taxes imposed since 1987 restored protection for a few categories 
of locally produced goods and result in higher taxation of luxury 
imports. A few items are exempted from import and excise duty 
(some raw materials, foodstuffs, agricultural machinery and inputs, 
and heavy transport equipment). A handful of items are prohibited 
or restricted by imposition of high import excise or special taxes 
(beer and stout, cigarettes, cement pipes, roofing sheets, and 
asbestos and fibers). Preshipment inspection by Societe Generale 
de Surveillance (SGS) is required for consignments valued at over 
$5,000 (fob). To support the state shipping line, in 1987 Ghana 
implemented the UNCTAD Code, requiring that 40 percent of its 
foreign trade be carried by Ghanaian flag vessels. 


Opportunities: Major opportunities for U.S. exporters of goods 

and services exist among projects financed by foreign donors, 
especially the World Bank, African Development Bank (AFDB), UN 
bodies, OPEC and Arab (Saudi Arabia and Kuwait) donors. Most 
foreign goods and services funded through other donors (the 
European Community, EC members, Canada and Japan) must be sourced 
within the donor countries. U.S. subsidiaries in those countries 
should explore possibilities for participation. Many such projects 
offer opportunities for engineering and consulting services, or 
equipment and material sales. U.S. firms have won tenders for some 
past and ongoing projects (e.g., timber sector rehabilitation, the 
northern power grid extension and road construction), and new 
opportunities continue to arise. Exporters can best keep track of 
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such prospects by maintaining contact with major donor agencies. 


The best prospects for U.S. exporters of machinery and equipment 
appear to be in the following areas: mining and smelting; earth- 
moving and construction; agricultural tractors and basic 
processing; water resources and renewable energy; urban lighting 
and electrical distribution; information processing; and transport, 
especially commercial aircraft and helicopters, heavy trucks, and 
light commercial and utility vehicles. There is demand for 
logging, sawmill and wood working machinery, but financial problems 
in the timber export sector may reduce the ability of individual 
firms to purchase new equipment in the short term. U.S. suppliers 
of raw materials, semifinished goods, packaged foods, household 
supplies, used clothing, cosmetics/hair care products and other 
consumer goods will find markets, although orders may be small. 
There should be continued opportunities for commercial sales of 
U.S. agricultural commodities (rice, wheat, and sugar), and a wide 
range of management, engineering, consultancy and other services. 
The continuing liquidity squeeze and the restructuring of banks 
make it difficult for Ghanaian businesses to finance imports, 


although there is great interest in quality U.S. products and 
services. 


The Export-Import Bank of the United States (Eximbank) offers 
direct loans or guarantees for U.S. goods and services exported to 
Ghana, subject to central bank approval of such transactions. In 
addition, $15 million of an Eximbank credit line earmarked for 
Ghana in 1987 may be available in 1990. The U.S. International 
Development and Cooperation Agency’s Trade and Development Program 
(TDP) underwrites feasibility studies if eventual U.S. sales may 
be generated. Where export sales are not linked to external donor 
funding, price and financing are important considerations. U.S. 
exporters of machinery should have an established local agent or 


distributor, particularly important for sales and after-sale 
service. 


Investment 


U.S. Role: U.S. investments form one of the largest stocks of 
foreign capital in Ghana, with a replacement value of well over 
half a billion dollars. While the VALCO smelter is by far Ghana’s 
largest foreign investment, there are other long-standing U.S. 
ventures in manufacturing (batteries, household products, and 
pharmaceuticals), tuna fishing, seafood exports, timber treatment, 
petroleum product distribution, data processing, and accounting. 
Several U.S. firms have made new investments in gold mining and 
petroleum exploration. The Overseas Private Investment Corporation 
(OPIC) offers insurance, guarantees and financing to U.S. 
investors in Ghana. 


Investment Climate: The 1985 Investment Code offers tailored 
incentives -- tax holidays, input availability (export retention 
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accounts), and some special concessions -- for priority areas: 
agriculture and agribusiness, manufacturing, construction, and 
tourism. Mining and petroleum laws revised in 1986-87 provide a 
well-defined and more favorable framework for ventures in those 
sectors. Full foreign ownership is possible in many areas, 
especially in net foreign exchange-earning ventures. Prospective 
investors work with the Ghana Investments Center (GIC), except in 
mining (Minerals Commission) and petroleum exploration (Ghana 
National Petroleum Corporation). The GOG reserves the right to 
share in petroleum or minerals extraction ventures. 


The GOG is reportedly reviewing the Investment Code to evaluate 
its competitiveness with those of other countries. Private sector 
confidence is reviving, but slowly, and investors are proceeding 
cautiously. Corporate tax burdens can be high; inputs often are 
difficult or expensive to obtain; and electricity, water, and 
communications services are not fully reliable. Remittance of 
dividends was liberalized, and the GOG is making a strong effort 
to clear blocked transfers from the past. However, investors 
should seek clear definition of their rights to remit profits, and 
to repatriate capital and other payments. 


Opportunities: Gold mining, agribusiness, fisheries, oil 
exploration, and equipment leasing appear to be the most 
attractive investment areas; small manufacturing enterprises using 
local raw materials also have good potential. Some divested SOEs 
could be of interest to foreign investors, although most will 
require substantial restructuring, rehabilitation and 
recapitalization. Ghana’s beaches, colonial forts and rich 
culture hold promise for tourism investment once the necessary 
supporting infrastructure is established. Two international trade 
fairs, held at intervals of two to three years, offer potentially 
attractive venues for U.S. exporters: GIFEX (forestry and wood 
products), which may take place in 1991, and INDUTECH (industry 
and technology), deferred to 1992 from 1990. More details on 
trade and investment opportunities may be obtained from the Ghana 
Desk of the International Trade Administration, U.S. Department of 


Commerce, Washington D.C., or the Commercial Section of the U.S. 
Embassy in Accra. 











